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1. Reference:  Exhibit B-1, page 12 1 

    2 

1.1 Please confirm that the ‘rate shock’ definition of a double-digit increase would 3 

apply to a single year, and does not carry over to double digit increases occurring 4 

over 2 or more years.  5 

  6 

Response: 7 

Confirmed.  In Section 2.3 of the Elenchus Research Associates Inc. (Elenchus) Rate Design 8 

Report for FEI’s 2016 Rate Design Application (RDA), dated June 23, 20171, which the BCUC 9 

referenced in the RDA Decision under BCUC Order G-135-18, Elenchus stated: “Rate shock is 10 

an important concept that constrains the pace at which the rates for specific classes, or specific 11 

customers within a class, are increasing in a single year.” [Emphasis added] 12 

  13 

                                                
1  https://www.bcuc.com/Documents/Proceedings/2017/DOC_49522_A2-10_Elenchus-Rate-Design-Report.pdf  
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2. Reference:  Exhibit B-1, page 13 and 14 1 

 2 

 3 

2.1 Please provide a brief discussion of the underlying reasons behind the relatively 4 

higher commercial and industrial rates when compared to FEI postage stamp 5 

rates, particularly in light of the lower residential rates.  Please also provide the 6 

R:C ratios for each rate class.  7 
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  1 

Response: 2 

The review, calculation and rebalancing of Residential, Commercial and Industrial rates for Fort 3 

Nelson was recently included in FEI’s 2016 Rate Design Application (RDA) for which Orders G-4 

4-18 and G-135-18 were received on January 9, 2018 and July 20, 2018, respectively. The RDA 5 

included a Cost of Service Allocation Study (COSA) for both FEI and FEFN. In brief, the 6 

purpose of the COSA is to allocate the utility’s costs to it’s customer groups and to compare the 7 

allocated costs with the revenues received from those customer groups (Revenue divided by 8 

Costs (R:C ratio)). If the R:C ratio is within a certain range, the customer group is deemed to be 9 

paying its fair share of the utility’s costs.  10 

The FEFN COSA allocates approximately 50 percent of the Utility’s costs to the Commercial 11 

and Industrial customer groups whereas the FEI COSA allocates approximately 37 percent of 12 

the Utility’s costs to the Commercial and Industrial customer groups; consequently, FEFN’s 13 

Commercial and Industrial customer groups pay a greater portion of the utility’s costs when 14 

compared to the same customer groups in FEI.  15 

The following table illustrates the R:C ratio for each Rate Schedule in FEFN after rate design 16 

proposals and rebalancing2. 17 

Rate Schedule R:C 

RS 1 95.9% 

RS 2 105.0% 

RS 3 105.0% 

RS 25 95.0% 

 18 

Order G-4-18 includes a directive for FEI to file a comprehensive COSA study for FEFN five 19 

years after the release of the RDA decision (July 20, 2018). At the time that this COSA study is 20 

completed FEI will make a determination as to whether rebalancing between rate classes 21 

should be proposed. 22 

 23 

 24 

 25 

2.2 Does FEI expect to conduct rebalancing between rate classes for FEI Fort 26 

Nelson at some point in the future?  Please explain why or why not.  27 

  28 

                                                
2  FortisBC Energy Inc., 2016 Rate Design Application, Volume 5 – Consolidated Updated Application, 

February 6, 2018. 



FortisBC Energy Inc. (FEI or the Company) 

2019 and 2020 Revenue Requirements and Rates Application for the Fort Nelson 
Service Area (the Application 

Submission Date: 

November 19, 2018 

Response to Commercial Energy Consumers Association of British Columbia (CEC) 
Information Request (IR) No. 1 

Page 4 

 

Response: 1 

Please refer to the response to CEC IR 1.2.1. 2 

 3 

 4 

 5 

2.2.1 If yes, please advise when this is expected to occur. 6 

  7 

Response: 8 

Please refer to the response to CEC IR 1.2.1. 9 

  10 
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3. Reference:  Exhibit B-1, page 24 and 25 1 

 2 

3.1 Please provide any other sources of information for housing starts that could be 3 

substituted for the CBOC forecast.  4 

  5 

Response: 6 

FEI believes that the separate single and multi-family forecasts provided by the current CBOC 7 

forecast are important features of the current method and cannot be replaced. As the housing 8 

market continues to transition towards more multi-family dwellings it is important to capture this 9 

transition in the forecast of customer additions. FEI is not aware of an alternative that provides 10 

this required information. 11 

 12 

 13 

 14 

3.2 Are there other significant linkages other than housing starts that would be 15 

relevant to predicting customer growth?  If yes, please provide.  16 

  17 

Response: 18 

FEI is not aware of any other linkages that would result in an improved forecast for residential 19 

customer additions. When the additions forecast is small (-20 to +50 range) and volatile, as it is 20 

for FEFN, all methods will be susceptible to high variances. FEI also notes that customer 21 

additions in any one year have a small impact on the annual demand forecast. 22 

  23 
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4. Reference:  Exhibit B-1, Appendix A2 page 3 1 

 2 

 3 

4.1 Rate Schedule 1 (Residential) has experienced consistent over-forecasting for 8 4 

of the last 10 years shown, and for all 6 of the last 6 years. Please comment on 5 

what steps, if any, FEFN is taking to improve its forecasting methodologies for 6 

the residential rate class.  7 

  8 

Response: 9 

This response also addresses CEC IRs 1.4.2, 1.5.2, 1.5.4, 1.5.6 and 1.6.2. 10 

FEI believes the current forecast methods remain appropriate. By applying a trend to, or 11 

averaging, the most recent data, annual fluctuations are minimized and smoothed out. 12 

Smoothing techniques such as trending and averaging are common and well-established 13 

practices to minimize year-over-year fluctuations.  14 
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FEI has been investigating an alternative forecasting method called Exponential Smoothing 1 

(ETS), as discussed in the response to BCUC IR 1.2.1. To date, the aggregate results have not 2 

been materially better than those from the existing methods.  3 

While the residential demand variances have been negative more often than positive, the actual 4 

magnitude of the variances has been very low. Using the standard MAPE (mean absolute 5 

percent error) calculation, the 10-year average error is only 2.9 percent. This compares very 6 

favorably with the industry average of 4 percent, based on the annual ITRON survey. In 7 

addition, the absolute variance in five of the last six years has been 2 percent or less.  8 

The ten-year demand MAPE for the commercial classes is higher at 6.6 percent. A significant 9 

uptick in the demand of Rate Schedule 2.2 in 2015 and 2016 was mostly driven by the 10 

completion of a large development project in Fort Nelson that had a negative impact on this 11 

variance. The commercial demand has now stabilized and FEI expects the variance will return 12 

to lower levels. FEI notes that the commercial demand was over-forecast five times and under-13 

forecast five times in the last ten years and is not aware of ways to improve this balance.  14 

FEI expects that its load will continue to be influenced by many factors that may have affected 15 

load variances in the past, including customer behavior, economic activity, DSM, government 16 

policies (such as environmental policy), new technology, housing formations, etc. The current 17 

methods fully account for all these intrinsic factors and together result in long term forecast 18 

performance that FEI believes is reasonable for a utility of this size. 19 

FEI believes the current forecast performance is reasonable and has some evidence to date 20 

that different forecast methods would not have materially improved on these results. 21 

 22 

 23 

 24 

4.2 Commercial rate schedules have experienced over-forecasting for 5 of the last 25 

10 years shown, and for all of the last 4 years.  Please comment on what steps, if 26 

any, FEFN is taking to improve its forecasting methodologies for the commercial 27 

rate class, particularly the small commercial rate class 2.2 which experiences the 28 

most significant variances. 29 

  30 

Response: 31 

Please refer to the response to CEC IR 1.4.1. 32 

 33 

 34 

 35 
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4.3 Please identify all the ways in which FEFN’s demand forecasting directly and 1 

indirectly impacts its O&M expenditures in a given year, and over 5 years and 10 2 

years.  3 

  4 

Response: 5 

The demand forecast does not affect actual O&M expenditures.  With respect to forecast O&M, 6 

the forecast of FEFN customers used in the demand forecast is a component in calculating the 7 

allocation factor used to allocate forecast O&M costs from the FEI departments that provide 8 

functional support to FEFN. This allocation of forecast O&M, called the shared service fee, is 9 

included in the total O&M forecast for FEFN.  10 

  11 



FortisBC Energy Inc. (FEI or the Company) 

2019 and 2020 Revenue Requirements and Rates Application for the Fort Nelson 
Service Area (the Application 

Submission Date: 

November 19, 2018 

Response to Commercial Energy Consumers Association of British Columbia (CEC) 
Information Request (IR) No. 1 

Page 9 

 

5. Reference:  Exhibit B-1, page 27 and Appendix A2 page 3 1 

 2 

 3 

5.1 Rate Schedule 1 (Residential) has experienced consistent over-forecasting for 8 4 

of the last 10 years shown, and for all 6 of the last 6 years. Please comment on 5 

why FEFN believes its UPC forecasts have been consistently high for RS 1. 6 

  7 

Response: 8 

FEI relies on objective, time series forecasting methods for the preparation of short-term (one to 9 

two year) forecasts. FEI’s objective methods are well-defined and use historical data to produce 10 

point forecasts assuming trends that are present in the historical data will continue. If those 11 

trends do not continue, or if other factors become more relevant, then the point forecasts will 12 

demonstrate variances. All time series methods are subject to the same issues. As there is 13 

significant variability in the historical data, it is reasonable to expect similar variability in the 14 

forecasts. 15 

However, FEI believes the current methods remain appropriate. By applying a trend to, or 16 

averaging, the most recent data, annual fluctuations can be minimized and smoothed out. 17 

Smoothing techniques such as trending and averaging are common and well-established 18 

practices to minimize year-over-year fluctuations.   19 
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FEI expects that its load in FEFN will continue to be influenced by many factors that may have 1 

affected load variances in the past, including customer behavior, economic activity, DSM, 2 

government policies (such as environmental policy), new technology, housing formations, etc. 3 

The current methods fully account for all these intrinsic factors and together result in long term 4 

forecast performance that is better than the industry average. 5 

 6 

 7 

 8 

5.2 Please discuss what steps FEFN is taking, if any, to improve its UPC forecasting 9 

methodologies for the residential rate class.  10 

  11 

Response: 12 

Please refer to the response to CEC IR 1.4.1. 13 

 14 

 15 

 16 

5.3 Please provide FEFN’s views on why the RS 2.1 UPC has been declining since 17 

2015. 18 

  19 

Response: 20 

Please refer to the response to BCUC IR 1.3.1. 21 

 22 

 23 

 24 

 25 

5.4 Commercial rate schedules experienced significant under forecasting of its UPC 26 

for 2015 and 2016, with over forecasting for several other years. Please 27 

comment on why FEFN believes its UPC forecasts appear to have variable 28 

accuracy. 29 

  30 

Response: 31 

Please refer to the FEI’s response to CEC IR 1.4.1. 32 
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 1 

 2 

 3 

5.5 What caused the significant increase in UPC in RS 2.2 between the years 2015 4 

and 2017?  Please explain. 5 

  6 

Response: 7 

The largest of the Rate 2.2 customers began taking service in 2015 and completed the final 8 

phase of their project in 2017, resulting in the increase in UPC for Rate 2.2. FEI expects that 9 

this customer’s demand will begin to stabilize as the project is now complete. 10 

 11 

 12 

 13 

5.6 Please comment on what steps FEFN is taking to improve its UPC forecasting 14 

methodologies for the commercial rate class, particularly the small commercial 15 

rate class 2.2 which experiences the most significant variances. 16 

  17 

Response: 18 

Please refer to the response to CEC IR 1.4.1. 19 

 20 

 21 

 22 

5.7 Please provide FEFN’s views on why the residential UPC rates have been 23 

steadily declining since 2008.  24 

  25 

Response: 26 

Please refer to the response to BCUC IR 1.3.1. 27 

  28 
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6. Reference:  Exhibit B-1, Appendix A2  page 4 1 

 2 

6.1 Please correct the Percent Error calculations in the above tables where there 3 

was a negative Actual and negative Error, in order to consistently demonstrate 4 

the direction of the error.  For example, RS 1 2008 Percent Error should read (-5 

1600%) not 1600%.  6 

  7 

Response: 8 

The Percent Error shown in Table A2-6 of the Application is calculated correctly.  As per section 9 

3 of Appendix A2, the Percent Error calculation is defined as: 10 

𝑃𝐸𝑡 =
(𝑌𝑡 − 𝐹𝑡)

𝑌𝑡
× 100 11 

Yt is the actual customer additions and Ft is the forecast of customer additions. 12 

This definition has been applied correctly to Table A2-6. The direction of the error can be 13 

obtained from the fourth row in each table. Making the sign of the Percent Error row match the 14 

sign of the error would require manual intervention on a year-by-year basis and would violate 15 

the formula above. Such an alteration would also result in a definition inconsistent with other FEI 16 

filings. 17 

Graphically the percentage error is calculated as follows: 18 
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 1 

In this case because both the Actual and Error are “red” implies that the sign of the Percent 2 

Error should be positive. 3 

 4 

 5 

 6 

6.2 Please discuss FEFN’s plans, if any, to improve its customer additions 7 

forecasting for the Residential and Commercial rate schedules.  8 

  9 

Response: 10 

Please refer to the response to CEC IR 1.4.1. 11 

  12 
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7. Reference:  Exhibit B-1, page 37 1 

 2 

7.1 Why does FEFN expect that ‘Application Charges’ will decline from a steady 3 

figure of between 7-9 to 5 in F2019 and F2020? Please explain. 4 

  5 

Response: 6 

The reduced forecasts of Application Charge for FEFN in 2019 and 2020 are a result of the 7 

approved amendments to FEI’s General Terms and Conditions (GT&Cs), which also applies to 8 

FEFN, in the RDA Decision.  As discussed in Section 2.2 and Section 4.8 of the Application, the 9 

2016 RDA Decision (Order G-135-18) approved amendments to FEI’s GT&Cs which reduced 10 

the Application Charge from $25 to $15 as part of the Standard Fees and Charges Schedule.   11 

  12 
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8. Reference:  Exhibit B-1, page 41 1 

 2 

 3 

 4 
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8.1 Please provide an additional 3 years of historical information in the above table.  1 

  2 

Response: 3 

Please see below the updated Table 5-1 that includes 2014 to 2016 Actuals.  4 

 5 

 6 

 7 

 8 

8.2 The IBEW Actual costs were approximately $200,000 lower than Approved in 9 

2017.  Please confirm or otherwise explain that the ‘lower than anticipated 10 

maintenance activities’ amounted to approximately $90,000.   11 

  12 

Response: 13 

Please refer to the response to BCUC IR 1.5.3. 14 

 15 

 16 

 17 

8.3 Please describe the ‘lower than anticipated maintenance activities’ and discuss 18 

why they were anticipated, but were not required. 19 

  20 

Response: 21 

2014 2015 2016 2017 2017 2018 2018 2019 2020

Particulars Actual Actual Actual Approved Actual Approved Projected Forecast Forecast

M&E Costs 15$            18$                19$           19$              25$             19$              18$              19$             19$              

COPE Costs 7                

IBEW Costs 326            320                294           330              132             338              364              327             331              

Labour Costs 348           338               313          349             157             357             382             345            350             

Vehicle Costs 42              38                  40             44                22                45                43                44               45                

Employee Expenses 15              18                  32             29                13                30                20                20               20                

Materials and Supplies 14              8                    5               8                  8                  8                  8                  8                 8                  

Fees and Administration Costs 493            521                508           526              495             536              508              540             535              

Contractor Costs 17              31                  23             21                20                21                21                21               22                

Facilities 39              16                  24             41                32                42                34                36               37                

Recoveries & Revenue (1)               (2)                   (2)              (2)                 (2)                 (2)                 (2)                 (2)                (2)                 

Non-Labour Costs 620           630               628          667             588             680             632             668            665             

Total Gross O&M Expenses 968           969               941          1,016          745             1,037          1,014          1,013         1,015          

Less: Capitalized Overhead (130)           (118)               (120)         (122)            (122)            (124)            (124)            (122)            (122)            

Total O&M Expenses 838$         851$             821$        894$           623$           913$           890$           892$          893$           

Table 5-1: O&M Resources Required for FEFN ($ thousands)
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Please refer to the response to BCUC IR 1.5.3. 1 

 2 

 3 

 4 

8.4 Does FEFN need to reschedule any maintenance activities in the future, or have 5 

these activities been undertaken or covered in plans for 2019-2020? Please 6 

explain. 7 

  8 

Response: 9 

Please refer to the response to BCUC IR 1.5.3. 10 

 11 

 12 

 13 

8.5 Please provide an estimate of the costs that were foregone as a result of the 14 

IBEW employee cross training and identify the costs for each category where 15 

they were reduced.  16 

  17 

Response: 18 

Approximately $25 thousand for labour and $5 thousand vehicle-related costs were estimated to 19 

be foregone in 2018 for the IBEW employee cross training in other areas. 20 

 21 

 22 

 23 

8.6 Please explain why the 2018 Projected IBEW costs were higher than approved in 24 

2018, and include a discussion of why this occurred when an IBEW employee 25 

was cross training outside of FEFN during the first half of the year. 26 

  27 

Response: 28 

As discussed in Section 6.3.1.1 of the Application, the 2018 Projected IBEW cost includes a 29 

true-up of $70 thousand for standby labour. Excluding this amount, the 2018 Projected IBEW 30 

costs were $294 thousand, which is approximately $44 thousand lower than the 2018 Approved 31 

due to one full-time IBEW employee cross training outside of FEFN for part of the first half of the 32 

year and lower projected labour costs for specialized pressure control technicians supporting 33 

FEFN.   34 
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9. Reference:  Exhibit B-1, page 42 1 

 2 

9.1 Please explain why ‘Fees and Administration costs’ were approximately $30,000 3 

lower in the 2018 Projected than Approved.   4 

  5 

Response: 6 

The lower 2018 projected Fees and Administration costs are mainly attributable to a lower 7 

shared service fee.  The shared service fee is projected to be lower than the approved by 8 

approximately $28 thousand in 2018 due to a decrease in the shared service allocation factor 9 

from 0.244 percent to 0.236 percent.  The decrease in the allocation factor is due to changes in 10 

the 2018 projected average number of customers for FEI and FEFN, and a lower 2018 11 

Projected Gross O&M for FEI compared to the approved used in the allocation.  The calculation 12 

is shown below. 13 
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 1 

 2 

 3 

 4 

9.2 Why are the Fees and Administration costs only decreased by $5000 between 5 

F2019 and F2020 when the Prophet River Extension legal fees will be removed?  6 

  7 

Response: 8 

Contributing to the net decrease in Fees and Administration costs of $5 thousand between 9 

F2019 and F2020 were: 10 

 A decrease of approximately $8 thousand for the removal of the Prophet River Extension 11 

legal fees;  12 

 An increase of approximately $3 thousand for an increase in the shared service fee in 13 

the 2020 Forecast. 14 

  15 

($000s)

2018 

Forecast

2018 

Projected

FEI Gross O&M 
1

273,555     268,328    

Less: O&M not subject to allocation 
2

55,716       54,735      

O&M Allocation Base 217,839      213,593    

Multiplied by Allocation Factor 0.00244 0.00236

Shared Services Fee 532            504           

Average Number of Customers

FEFN  2,445         2,394        

FEI 997,798     1,011,481 

Total 1,000,243  1,013,875 

Allocation Factor (FEFN/Total) 0.00244 0.00236

1 The 2018 Forecast Gross O&M used in the allocation is the 2017 Forecast  Gross O&M inflated by the formula factor.

2
 The 2018 Projected Gross O&M is the sum of Actual/Projected Gross O&M of $270,212 from Table 10-2 of the FEI

2019 Annual Review and Projected Bio-methane O&M Transferred to BVA credit of $1,884.

3
 These are Distribution common costs that do not provide functional support to Fort Nelson and accounted for as direct costs.
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10. Reference:  Exhibit B-1 page 46 1 

 2 

 3 

10.1 Why were FEFN’s Projected Net Plant in Service, and Utility Rate Base 4 

significantly higher than the 2018 Approved.  Please explain. 5 

  6 

Response: 7 

The primary reasons the 2018 Projected Utility Rate Base is higher than the 2018 Approved by 8 

approximately $502 thousand are as follows: 9 

 A higher mid-year Net Plant In-Service (NPIS) in 2018 Projected than 2018 Approved by 10 

approximately $321 thousand for reasons explained further below; 11 

 A higher 2018 Projected Work in Progress, no AFUDC than 2018 Approved by 12 

approximately $86 thousand.  This amount represents construction work in progress for 13 

projects that are shorter than three months in duration and less than $100 thousand.  14 

The 2018 Projected Work in Progress of $121 thousand is higher than the 2018 15 

Approved because the 2018 Projected amount was based on 2017 Actual while the 16 

2018 Approved amount was based on 2015 Actual which was used for the 2017 & 2018 17 

FEFN RRA filed in 2016; 18 
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 A higher 2018 Projected unamortized deferred charges than 2018 Approved by 1 

approximately $72 thousand.  The reason that the 2018 Projected is higher than 2018 2 

Approved is primarily due to the balances in those deferral accounts that capture 3 

variances from forecasts, including the Revenue Stabilization Adjustment Mechanism 4 

(RSAM) deferral account.  FEI does not forecast variances in these accounts because 5 

the assumption in developing the forecasts is that they will be realized and there will be 6 

no variances.   7 

The higher than approved 2018 Projected mid-year NPIS was primarily due to the replacement 8 

of steel distribution mains and services and general plant that took place in 2016. Due to the 9 

use of a two-year test period for FEFN revenue requirement applications, there can be a 10 

historical difference between projections and actuals that do not become apparent until a 11 

following revenue requirement application. The 2018 Projected mid-year NPIS was based on 12 

the closing balance of the 2017 Actual which in turn was based on the closing balance of the 13 

2016 Actual, while the 2018 Approved mid-year NPIS was based on the closing balance of 2017 14 

Approved as filed in the 2017/2018 FEFN RRA in 2016 which in turn was based on the closing 15 

balance of 2016 Projected plant in-service at that time.  The 2016 Actual had higher plant 16 

additions than the 2016 Projected at that time primarily due to the replacement of steel 17 

distribution mains and services and general plant. 18 

 19 

 20 

 21 

10.2 The 2018 Approved Utility rate base was more than $400,000 lower than the 22 

2017 actual, and only marginally higher than the 2017 Approved.  Please 23 

discuss.  24 

  25 

Response: 26 

The 2018 Approved being lower than the 2017 Actual is due to the same timing issue discussed 27 

in the response to CEC IR 1.10.1.  As noted there, the higher 2016 actual expenditures were 28 

not reflected in the 2018 Approved since they were not known at the time of approval.   29 

FEI notes that the increase from 2017 Actual to 2018 Projected (i.e., $82 thousand) compares 30 

well with the increase from 2017 Approved to 2018 Approved (i.e., $52 thousand), indicating 31 

that the 2018 changes were consistent even though the 2017 actual rate base starting point is 32 

higher.    33 

  34 
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11. Reference:  Exhibit B-1, page 47 1 

 2 

 3 

Please elaborate on the reduction of ‘intangibles’ from $46,000 (2017 Approved and 4 

2018 Projected and Approved) to $28,000 in F2019 and F2020 and how this relates to a 5 

purchase and sustainment of System Computer Software.  6 

11.1 Has FEFN been able to achieve quantifiable savings from its System Computer 7 

Software?  If yes, for how long does FEFN expect these savings to continue? 8 

  9 

Response: 10 

While responding to this IR, FEI found that the forecasted amounts for 2019 and 2020 under 11 

Intangibles should have be $44 thousand and $46 thousand, respectively.  When allocating the 12 

Intangible capital costs to FEFN, FEI used incorrect costs as a basis for the allocation.  This 13 

resulted in lower overall costs being allocated to FEFN. FEI will correct this oversight with an 14 

Evidentiary Update to include the correct portion of the total Intangible capital expenditures to 15 

FEFN.  16 

Since FEFN is a service area of FEI and the majority of services provided to FEFN are provided 17 

by FEI, quantifiable savings realised in FEI are passed through to FEFN through the cost 18 

allocation mechanism.  Both the shared services allocation and the allocation of assets 19 

(Intangible assets in this case) will pass through quantifiable savings in FEI to FEFN.  20 

FEI has been able to achieve quantifiable savings, and has outlined quantifiable IS related 21 

savings in Section 1 of its Annual Review for 2019 Rates Application, including a review of its 22 
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Technical and Infrastructure Support Provider, the Online Service Application (OSA) initiative 1 

and SAP Integration. FEI expects that these savings should last 5 – 8 years as this is the useful 2 

life of software. 3 

 4 

 5 

 6 

11.2 If yes, did FEFN make an IT&T or other capital expenditure to create these 7 

savings?  Please explain and provide quantification.   8 

  9 

Response: 10 

Please refer to the response to CEC IR 1.11.1. 11 

  12 
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12. Reference:  Exhibit B-1, page 47 1 

 2 

 3 

12.1 Please provide a brief elaboration on the completed projects and rationalize the 4 

2017-$169,000 figure in the text with the figures in Table 8-2. 5 

  6 

Response: 7 

While responding to this information request, FEI discovered that it inadvertently did not account 8 

for transmission projects that were underway at the time the Application was being prepared.  9 

After correcting for projects underway, the 2018 Projected and 2019 Forecast for Transmission 10 

plant addition should have been $193 thousand and $22 thousand, respectively.  FEI will correct 11 

this oversight with an Evidentiary Update to include the correct Transmission plant additions for 12 

2018 projected and 2019 forecast as well as an updated Table 8-2. 13 

Table 8-2 of the Application is a summary of gross plant additions to rate base while the 14 

statement in Section 8.2.1.2 of the Application as shown in the preamble above is regarding 15 

capital expenditures in 2017 and 2018 that are related to specific projects. Due to business 16 

processes, there is a time delay between when expenditures occur and when they become 17 

additions to rate base. The “replacement of transmission pipeline valves (2017 - $169 18 

thousand)” relates to a project initiated in 2016 with expenditures following in 2017 and 2018.  19 

This project was the justification for the $75 thousand approved for transmission in 2017.  20 

Construction difficulties were encountered which delayed the completion of the project.  21 
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Expenditures of approximately $169 thousand were incurred in 2017.  As the project has not 1 

been completed, it was not recorded as gross plant additions in 2017. 2 

The 2018 Projected amount of $193 thousand includes the 2017 expenditures of $169 thousand 3 

discussed above plus $4 thousand incurred in 2016 and $20 thousand incurred in 2018.  The 4 

2019 Forecast amount of $22 thousand includes $17 thousand for projects that were initiated in 5 

previous years and are expected to enter rate base in 2019.   6 

  7 
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13. Reference:  Exhibit B-1, page 47 and page 48 1 

 2 

 3 

13.1 Why are capital additions for Distribution significantly higher for 2019 and F2020 4 

than they have been in past years?  Please explain.  5 

  6 

Response: 7 

Capital additions for Distribution are higher for 2019 and 2020 than they have been in past 8 

years, in particular prior to 2017 and 2018, due to the station upgrade at the Muskwa Gate 9 

Station, FEFN’s proactive replacement of portions of the Steel Distribution Mains and Services, 10 

and the PRFN Project. 11 

For cost effectiveness, improvements at stations are generally not undertaken in a piecemeal 12 

fashion. If improvements can be combined to address other issues that have arisen then, 13 

overall, the cost of addressing all at the same time will be lower than if they were mitigated one 14 

at a time. However, as a result, significant upgrades to stations will occur on an infrequent 15 

basis, and when they become necessary the cost of the work creates peaks in the forecast and 16 

expenditures. The Muskwa Gate Station project in 2019 and the Recreation Centre District 17 

Station project in 2020 are representative of this type of infrequent expenditure. 18 
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There is an increase in expenditures proposed for the replacement of Steel Distribution Mains 1 

and Services due to resources becoming available to plan and execute the work and the need 2 

to complete the program over a reasonable period of time. As work on transmission assets is 3 

forecast to be much less during 2019 and 2020, FEI’s focus is now directed to the distribution 4 

assets. 5 

The PRFN Project is a one-time expenditure in 2019 related to the PRFN extension as 6 

discussed in Section 10 of the Application.  No similar expenditure is forecasted for the future. 7 

 8 

 9 

 10 

13.2 Does FEFN typically attempt to smooth its capital additions over time?  Please 11 

explain why or why not. 12 

  13 

Response: 14 

To the extent possible, FEI does attempt to smooth FEFN capital additions over time to provide 15 

a manageable level of capital work for the resources available, and to smooth the impact on 16 

customer rates.  However, as discussed in the response to CEC IR 1.13.1, improvements at 17 

stations such as the Muskwa Gate Station Project and Recreation Centre District Station 18 

Project, as listed in Table 8-3 for 2019 and 2020 respectively, will occur on an infrequent basis 19 

which can lead to variances year over year.  20 

 21 

 22 

 23 

13.3 Does FEFN expect that its Distribution Gross Plant Additions will return to a 24 

lower level over the next five year after F2020?  Please explain why or why not 25 

and provide quantification of the forecast changes that FEFN expects to see in 26 

the future.  27 

  28 

Response: 29 

FEI expects that, on average, its Distribution Gross Plant Additions to remain at the currently 30 

proposed levels over the next five years after 2020. 31 

Although the PRFN Project is a one-time expenditure, FEI plans to continue the targeted 32 

Replacement of Steel Distribution Mains and Services for a further eight years, including 2019 33 

and 2020, as discussed in BCUC IR 1.10.3. 34 
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In addition, FEI has identified the following two projects that it will be considering in the future, 1 

although the exact time-frame has not been determined: 2 

 Installation of YZ Odorizer System at Fort Nelson Gate Station – Estimated to be $270 3 

thousand over three years; and 4 

 Installation of Telemetry at Fort Nelson Gate Station – Estimated to be $135 thousand 5 

over three years. 6 

  7 
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14. Reference:  Exhibit B-1, page 49 1 

 2 

14.1 Please provide the last 5 years of ‘growth-related distribution capital’ capital 3 

additions.  4 

  5 

Response: 6 

The table below shows FEFN’s actual “growth-related distribution capital” capital additions for 7 

the last five years (2013-2017). 8 

 9 

in '000s

Actual Capital 

Additions

Actual Capital 

Additions

Actual Capital 

Additions

Actual Capital 

Additions

Actual Capital 

Additions

Fort Nelson 2013 2014 2015 2016 2017

Distribution Growth 21                      7                        25                      25                      24                      
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  1 

 2 

 3 

 4 

14.2 Did FEFN conduct business case analyses for any of the major capital 5 

expenditures?  6 

  7 

Response: 8 

No formal business case has been prepared for the proposed capital expenditures. Although 9 

some of the projects are of a higher dollar value, none of them are considered “major”, either in 10 

nature or in dollar value, in the context of the work that FEI routinely undertakes. 11 

To analyse routine expenditures such as the station upgrades and the steel distribution main 12 

replacement projects, FEI employs its Asset Investment Planning tool to identify the risks 13 

associated with not undertaking any corrective action. These risks include but are not limited to 14 

public safety, employee safety, regulatory compliance and service disruption. By considering the 15 

probability and consequence of these risks, the result is an estimation of the value of 16 

undertaking the corrective work that can be compared to the value of other proposed work. By 17 

doing so, FEI identifies the proposed expenditures of greatest value to proceed with. Although 18 

FEFN does not have many planned investments to undertake comparisons, FEI is able to 19 

compare the FEFN investments to others within the FEI system to ensure a consistent risk 20 

tolerance between FEFN and the rest of the FEI system.   21 

 22 

 23 

 24 

 25 

14.2.1 If yes, please provide a brief summary of each including quantification 26 

of the costs and benefits.  27 

  28 

Response: 29 

Please refer to the response to CEC IR 1.14.2. 30 

 31 

 32 

 33 

14.2.2 If no, please explain why not.   34 
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  1 

Response: 2 

Please refer to the response to CEC IR 1.14.2. 3 

  4 
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15. Reference:  Exhibit B-1, page 50, 51, 52 and 53 1 

 2 

 3 

 4 

 5 

15.1 Please confirm that FEFN is proposing a ‘rate base’ deferral account.  6 

  7 

Response: 8 

FEFN confirms that it is proposing a Rate Base deferral account for the 2019-2020 Revenue 9 

Requirement Application costs.  10 

 11 

 12 

 13 

15.2 Are there any other deferral accounts already in existence which could suitably 14 

be used instead of creating a new deferral account?  Please explain why or why 15 

not.  16 
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  1 

Response: 2 

FEFN currently has no deferral accounts already in existence which could suitably be used 3 

instead of creating a new deferral account. The proposed deferral account will capture the 4 

specific costs associated with the 2019-2020 Revenue Requirement Application and is 5 

requested as a separate deferral account to allow for more transparency in the review and 6 

recovery of this regulatory process as the history of the costs is simpler to track and report on. 7 

While the 2017-2018 Revenue Requirement Application deferral account has a similar recovery 8 

period of two years as the recovery period requested for the 2019-2020 Revenue Requirement 9 

Application deferral account, FEI prefers not to re-purpose the account and combine costs from 10 

two revenue requirement periods for the reasons mentioned above. Administratively, re-11 

purposing an existing deferral account is similar to opening a new deferral account. 12 

  13 
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16. Reference:  Exhibit B-1, page 58 1 

 2 

16.1 Please provide the expected bill impact to FEFN’s commercial and industrial 3 

customers.  4 

  5 

Response: 6 

Please see the table below for the expected bill impact to FEFN’s commercial and industrial 7 

customers, based on the average Use per Customer (UPC) of each rate class as shown in 8 

Section 4.5 of the Application. 9 

 10 

  11 

UPC (GJ) 2019 2020 Cumulative

Small Commercial RS 2 350              4.30$                       (4.43)$                     (0.14)$                     

Large Commercial RS 3 3,165           28.90$                    (29.82)$                   (0.92)$                     

Industrial RS 25 41,500        378.76$                  (390.84)$                (12.08)$                   

Rate Impact due to PRFN Extension
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17. Reference:  Exhibit B-1, page 61 1 

 2 

17.1 Please provide the average and range of utility bills that the PRFN residential 3 

and commercial customers can expect to receive once the transfer is completed.  4 

  5 

Response: 6 

Please refer to the response to BCUC IR 1.16.8 for FEI’s estimate of the average utility bill for 7 

PRFN residential and commercial customers.  Also discussed in the response to the 8 

aforementioned BCUC IR, since PRFN currently does not have individual gas meters installed, 9 

FEI does not have the historical demand of individual residential and commercial PRFN 10 

customers, and therefore is not able to provide the range of utility bills that the PRFN residential 11 

and commercial customers can expect to receive. 12 

 13 

 14 
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 1 

17.2 Please breakdown the $104 thousand costs for meters, relocating risers, leak 2 

surveys and inspections.  3 

  4 

Response: 5 

Please refer to the response to BCUC IR 1.14.1. 6 

 7 

 8 

 9 

17.3 Has FEFN received any feedback from any members of the FEFN regarding the 10 

expected change in ownership and requirement to pay utility bills if there is a 11 

change in ownership?  12 

  13 

Response: 14 

FEI assumes the reference above should be to members of the PRFN and not members of the 15 

FEFN. 16 

Discussions to date have been with PRFN staff and have not included discussion with individual 17 

members.  Please refer to the response to BCUC IR 1.16.4.  PRFN has established that they 18 

will disseminate information regarding the change of ownership and resulting effects to 19 

individual members directly; and thus far FEI has not received any feedback from individual 20 

PRFN members.  FEI has provided information to PRFN and has stated its willingness to attend 21 

a meeting with band members to provide information and answer questions. 22 

 23 

 24 

 25 

17.3.1 If yes, please provide an overview of the commentary that FEFN has 26 

received.  27 

  28 

Response: 29 

Please refer to the response to CEC IR 1.17.3. 30 

  31 
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18. Reference:  Exhibit B-1, page 58 and 61 1 

 2 

18.1 Is there any quantifiable value to the right of way permit?  3 

  4 

Response: 5 

Please refer to the response to BCUC IR 1.15.2. 6 

 7 

 8 

 9 

18.1.1 If yes, please quantify.  10 

  11 

Response: 12 

Please refer to the response to BCUC IR 1.15.2. 13 

 14 

 15 
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 1 

18.1.2 Are the costs for engaging with the Ministry of Indian Affairs and 2 

Northern Development and the PRFN included in the $8000 legal fees 3 

or the $104,000 in work?   4 

  5 

Response: 6 

Please refer to the responses to BCUC IRs 1.15.2 and 1.15.3.   7 

 8 

 9 

 10 

18.1.3 If no, please explain why not and provide an estimate of the costs of 11 

engagement.  12 

  13 

Response: 14 

Please refer to the responses to BCUC IRs 1.15.2 and 1.15.3. 15 

 16 

 17 

 18 

18.2 Are there any other costs, such as additional administration, that FEFN expects 19 

to incur that are not included in the $8000 legal fees or the $104,000 in work 20 

related expenditures noted above?   21 

  22 

Response: 23 

The administration costs to create the individual gas accounts once the individual meters are 24 

installed will be incurred by FEFN and is not included in the $8 thousand legal fees or the $104 25 

thousand project costs.  These costs are covered by the $15 Application Charge which will be 26 

applied to each of the 59 new accounts once the individual accounts are created.  The $15 27 

Application Charge is part of the Standard Fees and Charges Schedule in FEI’s General Terms 28 

and Conditions (GT&Cs), which applies to FEFN.  FEI notes that the Application Charge is 29 

applied to all new customer accounts of FEI, including FEFN, and is not specific to PRFN.   30 

 31 

 32 

 33 

18.2.1 If yes, please quantify. 34 

  35 
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Response: 1 

Please refer to the response to CEC IR 1.18.2. 2 

 3 

 4 

 5 

18.3 Please confirm that FEI’s estimate of $104,000 for the estimated capital 6 

expenditure was not developed to a class 3 estimate, but is based on FEFN’s 7 

own experience and knowledge of costs. 8 

  9 

Response: 10 

Confirmed.  As shown in FEI’s response to BCUC IR 1.14.1, the capital expenditure is 11 

predominantly meter hardware, meter installation, riser relocation, and mains survey/inspection.  12 

This type of work is part of FEI’s regular operations and FEI has extensive experience and 13 

knowledge of costs related to this work. 14 

  15 
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19. Reference:  Exhibit B-1, page 61 1 

 2 

19.1 Please confirm that FEFN does have the option of declining the purchase.  3 

  4 

Response: 5 

The Asset Purchase Agreement contains a number of subject conditions in favour of FEI, 6 

meaning FEI has the option of declining the purchase in the event that the subject conditions 7 

are not met or FEI chooses not to waive the subject conditions on or before the Closing Date. 8 

These subject conditions include, but are not limited to, no adverse change to the condition of 9 

the Assets that FEI considers material, FEI entering into a Section 28(2) permit with PRFN and 10 

Canada on terms satisfactory to FEI, BCUC approval of the transaction, and there not being any 11 

material adverse change in the purchased assets between the time the Asset Purchase 12 

Agreement is signed and the completion date of the transaction.  13 

 14 

 15 

 16 

19.2 Does FEFN believe that there could be risks or benefits of declining the purchase 17 

that are not laid out in the current application, such as straining relations with 18 

PRFN or others?  19 

  20 

Response: 21 

FEI has proposed the purchase knowing that it is the desire of the PRFN that the transaction 22 

proceed.  If the purchase does not proceed for any of the reasons listed in the subject 23 

conditions contained in the Asset Purchase Agreement which are discussed in response to CEC 24 

IR 1.19.1, it will be because of factors outside of FEI’s control.  Therefore, FEI does not expect 25 

relationships to be strained. 26 

 27 

 28 

19.2.1 If yes, please discuss and provide quantification of any potential costs 29 

or benefits if available.  30 

  31 
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Response: 1 

Please refer to the response to CEC IR 1.19.2. 2 

  3 
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20. Reference:  Exhibit B-1, page 62 1 

 2 

 3 
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20.1 Please provide quantification for the expected anticipated growth of PRFN over 1 

the next 5 to 10 years.  2 

  3 

Response: 4 

FEI can only quantify the anticipated growth of PRFN over the next 5 to 10 years based on what 5 

PRFN has communicated to FEI, which is described in the preamble to this question.  Until 6 

more information is available, such as size of each property, types of building and construction, 7 

number of appliances, etc., FEI cannot accurately forecast the cost to expand the existing 8 

distribution system. 9 

Future customers and developments that wish to have natural gas service from FEI will be 10 

subject to the same service line and/or main extension (MX) test as new customers and 11 

developments in FEI.  Therefore, the potential risk to FEFN’s existing customers from future 12 

growth of PRFN should be minimal. 13 

All things being equal, additional demand from new growth generally decreases the rates as 14 

existing fixed infrastructure costs are spread over larger billing determinants.  Therefore, the 15 

anticipated growth from PRFN should benefit FEFN existing customers.  16 

 17 

 18 

 19 

20.2 Please quantify the costs FEFN is likely to experience to meet the anticipated 20 

growth over the next 5 to 10 years, or provide costs based on various reasonable 21 

scenarios that might occur.  22 

  23 

Response: 24 

Please refer to the response to CEC IR 1.20.1. 25 

  26 
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21. Reference:  Exhibit B-1, page 63 1 

 2 

21.1 Please provide a brief discussion of the ‘backstopping’ arrangement and for how 3 

long this would be expected to continue.  4 

  5 

Response: 6 

Please refer to the responses to BCUC IRs 1.16.4 and 1.16.6. 7 

  8 
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22. Reference:  Exhibit B-1, page 63 1 

 2 

 3 

22.1 Please provide a range of risk with associated dollar values regarding the actual 4 

condition of the existing distribution system currently owned by PRFN. 5 

  6 

Response: 7 

Please refer to the response to BCUC IR 1.14.6.  8 
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